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subsequent adjustments made pursuant 
to the actual allocation of costs. 

(b) Notwithstanding any other provi-
sion of this part, no interest liabilities 
will be incurred or calculated for indi-
rect costs and administrative costs, 
provided the funding conventions de-
scribed in paragraph (a) of this section 
are properly applied. 

§ 205.19 How is interest calculated? 

(a) A State must calculate Federal 
interest liabilities and State interest 
liabilities for each Federal assistance 
program subject to this subpart A. 

(b) The interest rate for all interest 
liabilities for each Federal assistance 
program subject to this subpart A is 
the annualized rate equal to the aver-
age equivalent yields of 13-week Treas-
ury Bills auctioned during a State’s fis-
cal year. We provide this rate to each 
State. 

(c) A State must calculate and report 
interest liabilities on the basis of its 
fiscal year. A State must ensure that 
its interest calculations are auditable 
and retain a record of the calculations. 

(d) As set forth in § 205.9, a Treasury- 
State agreement must include the 
method a State uses to calculate and 
document interest liabilities. 

(e) A State may use actual data, a 
clearance pattern, or statistical sam-
pling to calculate interest. A clearance 
pattern used to calculate interest must 
meet the standards of § 205.20. If a State 
uses statistical sampling to calculate 
interest, the State must sample trans-
actions separately for each Federal as-
sistance program subject to this sub-
part A. Each sample must be represent-
ative of the pool of transactions and be 
of sufficient size to accurately rep-
resent the flow of Federal funds under 
the Federal assistance program, includ-
ing seasonal or other periodic vari-
ations. 

(f) For the first year in which a Fed-
eral assistance program is covered in a 
Treasury-State agreement, funds 
transfers that occur prior to the first 
day of the State’s fiscal year must not 
be included in interest calculations and 
are not subject to the interest liability 
provisions of this part. 

§ 205.20 What is a clearance pattern? 
States use clearance patterns to 

project when funds are paid out, given 
a known dollar amount and a known 
date of disbursement. A State must en-
sure that clearance patterns meet the 
following standards: 

(a) A clearance pattern must be 
auditable. 

(b) A clearance pattern must accu-
rately represent the flow of Federal 
funds under the Federal assistance pro-
grams to which it is applied. 

(c) A clearance pattern must include 
seasonal or other periodic variations in 
clearance activity. 

(d) A clearance pattern must be based 
on at least three consecutive months of 
disbursement data, unless additional 
data is required to accurately rep-
resent the flow of Federal funds. 

(e) If a State uses statistical sam-
pling to develop a clearance pattern, 
the sample size must be sufficient to 
ensure a 96 percent confidence interval 
no more than plus or minus 0.25 
weighted days above or below the esti-
mated mean. 

(f) A clearance pattern must extend, 
at a minimum, until 99 percent of the 
dollars in a disbursement have been 
paid out for Federal assistance pro-
gram purposes. 

(g) We and a State may agree to 
other procedures, such as estimates to 
project when funds are paid out when 
the dollar amount and/or the timing of 
disbursements are not known. 

§ 205.21 When may clearance patterns 
be used? 

(a) A State may develop a clearance 
pattern for: 

(1) An individual Federal assistance 
program; 

(2) A logical group of Federal assist-
ance programs that have the same dis-
bursement method and type of payee; 

(3) A bank account; 
(4) A specific type of payment, such 

as payroll or vendor payments; or 
(5) Anything that is agreed upon by 

us and a State. If a clearance pattern is 
used for multiple Federal assistance 
programs, a State must apply the 
clearance pattern separately to each 
Federal assistance program when 
scheduling funds transfers or calcu-
lating interest. 
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